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REPORT  OF 

THE  NORTH  CAROLINA  MEDICAL  CARE  COMMISSION 

FOR  THE  BIENNIUM  JULY  1,  1969  -  JUNE  30,  1971 


July  1,  1971 

The  North  Carolina  Medical  Care  Commission 

437  North  Harrington  Street 

Raleigh,  North  Carolina 


LETTER  OF  TRANSMITTAL 


To  His  Excellency,  ROBERT  W.  SCOTT 
Governor  of  North  Carolina 
Raleigh,  North  Carolina 

Sir: 

The  Medical  Care  Commission  and  Advisory  Council  present  herewith 
the  report  of  the  activities  of  this  department  for  the  period  July  1, 
1969— June  30,  1971,  including  selected  summaries  of  information  covering 
prior  years  to  indicate  the  State's  overall  progress  in  developing  medical 
facilities  and  programs  since  the  inauguration  of  the  Commission  in  1945. 

Respectfully  submitted, 

EDWIN  N.   BROWER,  SR. 
Chairman 
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A  BROAD  LOOK  AT  THE  COMMISSION  AND  ITS  PURPOSE 


1969-1971:     An  Overview 

The  challenges  of  the  1969-1971  biennium  effected  substantial   changes  in  the 
programs  of  the  Medical   Care  Commission.     As  the  State  agency  specializing  in  the 
financing  and  construction  of  medical   facilities,  the  Commission  was  faced  with 
the  continuing  needs  for  modernization  and  expansion  of  the  State's  hospitals,  and 
also  with  diminishing  Federal  grants.     Thus,  even  more  than  in  previous  years,  the 
Commission  encouraged  economy  and  consolidation  in  construction  projects.     Also, 
the  Commission  assumed  new  responsibilities  in  administering  State  and  Federal 
programs  designed  to  generate  more  capital   for  construction  in  lieu  of  grant  money. 
Finally,   as  the  poor  distribution  of  health  manpower  continued  to  threaten  North 
Carolina's  medical   programs,   the  Commission  dramatically  expanded  its  program  of 
educational   loans  in  medical   and  related  fields. 

Composition  of  the  Commission 

The  Commission  consists  of  twenty  members.     Three  are  nominated  by  the  State 
Medical  Society,  one  by  the  State  Pharmaceutical  Association,  one  by  the  North 
Carolina  State  Nurses'  Association,  one  by  the  State  Hospital  Association,  and 
one  by  The  Duke  Endowment.     These  nominations  are  subject  to  the  approval   of  the 
Governor.     In  addition,  eleven  members,  one  of  which  by  law  must  be  a  dentist, 
are  appointed  by  the  Governor  directly  so  as  to  represent  fairly  agriculture, 
industry,   labor  and  other  appropriate  consumer  interests  and  groups  in  North 
Carolina.     The  State  Health  Director  and  the  State  Commissioner  of  Social  Services 
are  ex-officio  members.     The  Commission  regularly  meets  each  quarter,  and  addi- 
tional meetings   are  held  when  necessary. 

Pursuant  to  Federal   requirements,   the  Governor  appoints  a  State  Advisory 
Council   composed  of  five  members  to  advise  with  the  Commission  on  technical 
matters   relating  especially  to  the  planning  and  construction  of  medical   facili- 
ties.    The  Council  meets  regularly  with  the  Commission. 

Major  Programs 

During  the  biennium,   the  primary  responsibilities  of  the  Commission  were: 

A.  The  planning  and  construction  of  hospitals,  public  health 
and  mental  health  centers,  diagnostic  and  treatment  facili- 
ties for  ambulatory  patients,   long-term  chronic  and  con- 
valescent extended  care  facilities  including  nursing  homes, 
facilities  for  the  mentally  retarded  and  rehabilitation 
faci lities. 

B.  The  licensing  of  hospitals.     The  staff  of  this  section  also 
provides   consultation  services  to  assist  hospitals  in 
participating  in  the  Medicare  and  Medicaid  programs. 

C.  Administering  loans   and  scholarships  to  students  enrolled  in 
accredited  programs  of  training  in  the  heal th -related  pro- 
fessions. 


PART  I 
Planning  and  Construction  of  Medical   Facilities 


The  1969-1971  biennium  was  a  critical  one  in  the  planning  and  construction  of 
facilities.     Needs  for  construction  continued  as  voluminous  as  ever,  while  the 
amount  of  Federal   grant  money  available  for  construction  decreased  sharply. 

Predominant  among  the  circumstances  generating  the  crisis  was  the  continually 
escalating  cost  of  upgrading  medical   facilities.     This  escalation  reflected  not 
only  the  inflation  of  the  economy  in  general  but  also  the  ever-increasing  complexity 
and  sophistication  of  medical   facilities.     Both  Medicare  and  the  Joint  Commission 
on  Accreditation  of  Hospitals  altered  their  standards  to  require  that  older  hos- 
pitals meet  certain  safety  aspects  of  current  code  requirements.     It  is  believed 
that  these  new  standards  contributed  to  a  significant  increase  in  construction 
costs  for  additions  and  renovations. 

Another  factor  critically  affecting  hospital  building  has  been  the  restructuring 
of  the  Hill-Burton  program.     Until  1971,  Federal   participation  in  hospital  construc- 
tion under  the  program  had  been  in  the  form  of  grants.     Grant  appropriations  during 
the  past  biennium,  however,  decreased  sharply.     During  the  1967-1969  biennium, 
appropriations  by  Congress  had  provided  for  Federal  participation  in  North  Carolina 
projects  totaling  $26,112,234.     But  Hill-Burton  participation  in  North  Carolina 
projects  during  the  1969-1971   period  dropped  to  $13,643,236--a  47.8%  reduction. 
This  decrease  in  grant  appropriations  necessitated  the  establishment  of  a  program 
of  loans  and  loan  guarantees  in  order  to  generate  capital   for  hospital   construction. 
Under  new  Federal  law,  publicly  owned  hospitals  may  be  eligible  for  direct  loans 
from  the  Federal  Government;  and  voluntary,  nonprofit  hospitals  may  apply  for  Federal 
guarantees  of  their  loans  from  non-Federal   lenders.     Interest  subsidies  may  be  paid 
by  the  Federal  Government  on  both  the  direct  loans  and  the  guaranteed  loans.     The 
total  amount  appropriated  for  fiscal   1971  for  direct  loans  and  loan  guarantees  was 
$1,500,000,000,  with  North  Carolina's  share  set  at  $14,544,000.     Comparable  amounts 
are  authorized  for  fiscal   1972  and  1973.     In  the  absence  of  grants,  it  is  obvious 
that  hospital  sponsors  must  utilize  loans  increasingly  as  a  source  of  capital,  there- 
by making  building  expenses  an  even  heavier  part  of  the  already  taxing  burden  of 
hospital   costs  borne  by  the  patient. 

The  continuing  problem  of  attracting  and  retaining  adequate  medical  personnel 
has  also  contributed  to  the  crisis  in  planning  health  facilities.     The  uneven  distri- 
bution of  health  manpower  throughout  the  State  makes  it  apparent  that  in  areas  of 
limited  resources  and  sparse  population  there  must  be  sharing  and  coordination  among 
hospitals.     Particularly  obvious  is  the  need  to  centralize  the  more  sophisticated 
facilities  and  services. 

Thus,  the  Commission  was  faced  with  its  responsibility  of  keeping  the  State's 
hospitals  viable  and  also  with  the  moral  obligation  of  keeping  patients'   costs  as 
low  as  possible.     In  reaction  to  these  circumstances,  the  Medical  Care  Commission 
has  found  it  necessary  to  exercise  increasing  care  in  reviewing  project  proposals. 


Each  proposal  must  demonstrate  that  services  provided  by  a  project  will   not  dupli- 
cate those  of  existing  facilities  and  that  the  project  involves  no  unnecessary 
costs. 

Emphasis  on  Replacement 

One  effort  to  economize  has  brought  about  a  shift  in  emphasis  in  the  types  of 
projects  approved  by  the  Commission.     Cost  experience  over  the  past  four  biennia 
has  shown  that  renovations   and  additions  to  bring  older  hospitals  up  to  new  stan- 
dards are  more  costly  than  new  construction.     Also,  there  is  an  inherent  inflexi- 
bility in  older  buildings  which  often  leads  to  rising  costs  of  operation  when 
remodeling  takes  place  or  when  new  services  or  beds  are  added.     Therefore,   the 
Commission  has  seen  its  primary  task  in  this  biennium  as  that  of  replacing  inade- 
quate existing  facilities  where  possible  with  all-new  structures.     Statistics  for 
the  past  two  biennia  demonstrate  this  change  in  emphasis.     In  the  1967-1969 
biennium,   the  Commission  approved  eight  all -new  hospital   projects  and  ten  hospital 
projects  involving  additions  and  renovations.     In  contrast,  during  the  1969-1971 
biennium,  the  Commission  approved  four  all-new  hospital   projects  and  one  project 
involving  renovation  and  addition. 

Consolidation  of  Facilities 

Mergers  and  consolidation  are  not  new  features  of  hospital   construction  in 
North  Carolina.     Since  its  inception  in  the  mid-forties,   the  Hill-Burton  program 
in  this  State  has  emphasized  coordination  for  purposes  of  economy  and  efficient 
utilization  of  health  manpower.     In  the  past  twenty-four  years,   135  hospitals  have 
been  closed.     Thus,  while  the  number  of  beds  has  increased  140%,   the  number  of 
hospitals  has  increased  only  8%.     Throughout  the  State,  efforts  have  been  made  to 
provide  more  beds  and  simultaneously  to  eliminate  costly  duplication  of  services. 
In  New  Bern,   for  instance,  three  hospitals   closed  when  one  new  one  was  completed. 
In  Wilson,  also,  one  new  hospital   replaced  three  existing  facilities.     In  Wilmington, 
two  closed  in  favor  of  one.     This  pattern  is  duplicated  across  the  State. 

Commission  policy  during  the  past  biennium  does,  however,  represent  a  greater 
emphasis  on  consolidation.     In  December,   1970,  the  Commission  adopted  a  policy 
designed  not  only  to  discourage  duplication  of  services  but  also  to  encourage  the 
State's  hospitals   to  consolidate  and  coordinate  building  efforts.     According  to 
Commission  action,   Federal   grants  for  construction  were  set  at  40%  of  estimated 
costs,  except  where  projects  represented  consolidation  of  two  or  more  existing, 
separately  sponsored  facilities.     In  such  projects,  grants  might  be  authorized  to 
cover  as  much  as  61%  of  estimated  costs. 

Cost  Controls 


The  biennium  witnessed  some  progress  in  the  area  of  cost  controls  as  a  result 
of  actions  taken  by  the  Commission  in   the  prior  biennium.     On  June  20,   1969,   the 
Commission  voted  to  adopt  a  policy  of  declining  participation  in  projects  which, 
in  the  opinion  of  the  Commission,  "cannot  be  justified  on  the  basis  of  excessive 


costs  attributed  to  uneconomical   and  inefficient  planning."       In  order  to  define 
ineligible  costs  and  to  aid  sponsors  in  eliminating  inefficient  planning  and 
unjustifiable  embellishments,  the  staff  developed  a  set  of  guidelines.     One  signif- 
icant feature  of  the  guidelines  was   the  requirement  that  plans  show  a  balanced 
design  throughout  the  hospital  where  services  are  concerned. 

Results  of  this  policy's  implementation  appear  to  be  reflected  in  the  statis- 
tics of  the  1969-1971  biennium.     Over  the  two-year  period,  the  average  square  feet 
per  bed  in  new  hospitals  was  reduced  from  819  to  756--a  7.7%  decrease.     Construc- 
tion costs  for  all-new  Hill-Burton  hospitals  increased  only  8.6%  while  the  cost 
per  bed  increased  only  2.8%.     These  increases  were  significantly  smaller  than 
corresponding  increases  in  the  preceding  biennium  when  construction  costs  for  all- 
new  hospitals  went  up  17.8%  and  cost  per  bed  increased  36.2%.     Taken  on  a  calendar 
year  basis,  North  Carolina's  record  of  economy  provides  a  striking  contrast  with 
national   building  costs  for  hospitals.     In  1970,  the  national   average  cost  per 
square  foot  for  new  hospital   construction  was  $43.88  in  comparison  to  $38.40  in 
1969--a  14%  increase.     Yet,  in  North  Carolina,  the  average  cost  per  square  foot  for 
new  facilities  in   1970  was  $35.85  as   compared  to  $36.00  in  the  previous  year--a 
.04%  decrease. 2    However,  it  was  the  second  fiscal  year  of  the  biennium  (the  year 
in  which  the  Commission's  policy  was  fully  implemented)  that  showed  the  most 
dramatic  progress  in  cost  control.     From  July,   1970,  to  July,  1971,  construction 
costs  for  all-new  Hill-Burton  hospitals  dropped  14.6%;   and  the  cost  per  bed  for 
all -new  hospitals  dropped  20%. 

Regional  Planning 

In  its  efforts  to  increase  the  efficiency  of  its  planning,  the  Commission  has 
seen  the  need  to  integrate  the  planning  of  facilities  with  the  total   comprehensive 
health  planning  for  an  area.     Accordingly,  the  Commission  has  sought  to  develop  a 
close  and  mutually  rewarding  relationship  with  the  areawide  health  planning 
agencies.     Authorized  in  1969  by  Federal    law,  a  number  of  these  agencies  has  been 
established  in  the  State,  involving  a  large  percentage  of  the  counties.     They  are 
assigned  the  tasks  of  monitoring  comprehensive  health  needs  and  stimulating  more 
coordinated  health  planning  within  their  local  multi-county  areas.     In  conformance 
with  amendments  to  the  Hill-Burton  Act,  the  Medical  Care  Commission  has  established 
the  policy  of  submitting  to  the  appropriate  council   a  narrative  description  of  any 
project  currently  under  review  for  Hill-Burton  funds.     Any  recommendations  or 
comments  from  the  councils  are  given  serious  consideration  before  final   decisions 
are  made  on  projects.     In  addition,  the  Commission  has  established  a  policy  of 
inviting  representatives  of  these  agencies  to  meet  with  staff  members  annually  for 
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exchange  of  ideas  and  information  on  specific  service  areas.     In  the  spring  of 
1971,  the  staff  met  with  the  representatives  for  the  first  time  to  discuss 
appropriate  sections  of  the  State  Plan  for  the  Construction  of  Hospitals   and 
Medical   Facilities  pertaining  to  their  planning  jurisdictions.     The  Commission 
also  explained  its  method  for  calculating  the  need  for  construction  to  council 
representatives.     In  the  future,   drafts  of  pertinent  sections  of  the  State  Plan 
will  be  submitted  to  the  planning  councils   for  review  before  the  Plan  is   finalized 
for  their  particular  areas. 

In  further  cooperation  with  the  regional   planning  program,   the  Medical   Care 
Commission  altered  slightly  its  method  of  determining  need  for  hospital   beds  by 
establishing  new  hospital  service  areas.     The  new  areas  correspond  to  the  seven- 
teen multi -county  planning  regions  designated  by  the  Governor,  plus  three  sub- 
divisions for  the  purposes  of  planning. 

Coronary   Care  Units 

North  Carolina  is  regarded  nationally  as  being  in  the  forefront  not  only  in 
the  expansion  of  hospital   coronary  care  services  but  also  in  the  provisions  for 
optimum  patient  safety  in  its  coronary  care  units.     The  guide  for  planning  these 
units  which  was  developed  by  the  Commission  in  the  prior  biennium  continued  to 
draw  national  attention  and  to  be  adopted  as  suggested  standards  by  other  states. 
The  Commission  followed  up  this  project  by  offering  the  consultative  services  of 
the  architects  and  engineers  on  its  staff  to  hospitals  planning  these  units. 3 
Because  of  the  special  electrical  hazards  involved  in  coronary  care,  the  Commis- 
sion's engineers  designed  for  each  hospital   an  isolated  electrical  system  with 
special   grounding  necessary  to  prevent  electrical    fibrillation  of  the  heart. 
They  have  also  inspected  each  system  after  its   installation  and  explained  its 
function  to  nursing  staff  and  maintenance  personnel. 

During  the  biennium,  52  non-Federal   hospitals   requested  and  received  Commis- 
sion consultation  in  connection  with  coronary  care  facilities.     Of  this  group, 
28  hospitals  had  completed  new  coronary  care  units  or  had  expanded  existing  ones 
by  the  end  of  the  biennium.     The  remaining  units  are  either  under  construction  or 
in  design.     In  addition,   the  coronary  care  facilities  of  14  Commission-approved 
projects  were  reviewed  architecturally  in  the  course  of  overall   project  reviews. 
These  facilities  are  now  ready  for  bidding  or  are  under  construction. 

Of  the  157  non-Federal   hospitals   licensed  in  North  Carolina,  82  hospitals 
presently  list  coronary  care  units   as  a  part  of  their  bed  complements.     These 
hospitals  are  largely  facilities  of  100  beds  or  more  and  represent  17,550  beds,   or 
82%  of  North  Carolina's  non-Federal   hospital   beds.     The  remaining  75  licensed  non- 
Federal   hospitals  do  not  list  coronary  care  beds   as  a  part  of  their  bed  complements, 


3 
From  January,   1969  until   July  1,   1970,   the  North  Carolina  Regional   Medical 
Program's  Coronary  Care  Training  and  Development  Program  participated  in   the 
architectural   consultative  service  by  financing  an   architect  on  the  Commission's 
staff  working  exclusively  in  this   area  of  planning. 
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This  group  represents  approximately  4,000  beds,   or  the  remaining  18%  of  the  State's 
non-Federal   hospital  beds.     The  average  bed  complement  for  this  group  is  just  over 
50  beds  per  hospital. 

Current  Construction 

Fourteen  all-new  hospitals  were  under  construction  or  in  planning  at  the  end 
of  the  biennium.     These  facilities  will  replace  1,224  existing  beds  and  will  add 
971   beds  to  North  Carolina's  hospital   system.     Nine  current  projects  which  involve 
additions  and  alterations   to  general   hospitals  will   provide  an  additional   494  beds. 
Another  346  beds  will  be  added  through  the  completion  of  five  long-term  care 
additions.     Other  projects   under  construction  or  in  planning  in  June,   1971   included 
two  public  health  centers,   two  rehabilitation  additions,  nine  community  mental 
health  centers,   and  six  facilities  for  the  mentally  retarded. 

Outlook  for  the  Future 

Throughout  the  biennium  there  was   a  great  deal   of  anxiety  over  the  ability  of 
the  Medical   Care  Commission  with  Federal   and  State  aid  and  local  sponsors  to 
generate  sufficient  capital  to  meet  the  State's  needs  for  medical   facilities.     In 
mid-1971,   it  was  estimated  that  in  the  next  five  years  some  $200,000,000  would  be 
required  to  offset  the  accelerating  obsolescence  of  existing  facilities  and  to 
provide  for  expansion  of  facilities  with  high  occupancy  problems. 

In  spite  of  the  drastic  reductions  in  the  Hill-Burton  grant  appropriations 
and  the  establishment  of  Hi  11 -Burton  loans,  the  first  fiscal  year  of  the  loan 
program  passed  with  no  loans  made  or  guaranteed  because  regulations   for  participa- 
tion still  had  not  been  issued.     In  general,  it  was  felt  that  the  Hill-Burton  program 
was  too  uncertain  and  too  limited  to  stimulate  hospitals  to  develop  future  construc- 
tion plans  involving  Federal   aid. 

In  view  of  the  seeming  inevitability  that  many  hospitals,  especially  the  larger 
ones,  would  have  to  obtain  capital   through  borrowing,   it  was  imperative  that  a  more 
dependable  mechanism  for  generating  capital   be  developed  on  the  State  level. 
Prompted  by  these  circumstances,   the  State's  hospitals,   through  the  North  Carolina 
Hospital   Association,   introduced  in  the  General  Assembly  a  measure  that  would 
authorize  the  Medical  Care  Commission  to  issue  tax-exempt  revenue  bonds  on  behalf 
of  hospital   projects.     The  major  provisions   of  this  act--which  became  law  at  the 
end  of  the  biennium--are  as  follows: 

(1)  Each  hospital   applying  for  tax-exempt  status  must  undergo  an 
intensive  financial   feasibility  study  to  determine  the  amount 
of  funds  that  could  be  borrowed  and  repaid  from  expected  cash 
flows  without  prohibitively  increasing  patient  costs. 

(2)  The  hospital  would  deed  to  the  Commission  its  properties 
affected  by  the  project  in  order  for  tax-exempt  revenue  bonds 
to  be  sold  in  the  name  of  the  Medical   Care  Commission  as  the 
owner  of  the  project.     After  financing,   the  Commission  will 
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then  lease  the  facility  to  the  hospital  trustees  for  operation; 
and  after  the  bonds  are  retired,   the  local   hospital   authority 
will   regain  title  to  the  properties. 

(3)  The  Local  Government  Commission  will  investigate  the  marketa- 
bility of  the  bonds  and  will  be  responsible  for  actually 

sel ling  the  bonds  . 

(4)  The  proceeds  of  the  bonds  may  be  used  for  hospital  construc- 
tion, equipment,   land  purchase,   and  any  other  expense  related 
to  the  development  of  the  project. 

(5)  This  authority  is  intended  to  aid  governmentally  owned  hospi- 
tals as  well   as  private,  nonprofit  hospitals. 

(6)  To  assure  the  holders  of  bonds  of  the  safety  of  their  invest- 
ment, hospital   operations  will  be  scrutinized  carefully. 

It  is  expected  that  this  mechanism  will  be  used  mainly  by  the  larger,  non- 
profit hospitals.     The  finance  act  should  indirectly  aid  other  hospitals,  however, 
by  freeing  more  of  the  limited  Federal   grants  and  loans  for  the  smaller  projects 
and  for  those  that  would  have  difficulty  in  complying  with  the  terms  of  this  new 
act.     Finally,   it  is  believed  that  the  prestige  of  the  State  agency,  acting  on 
behalf  of  the  hospitals,  should  facilitate  finding  lenders  and  should  command 
better  interest  rates  than  could  the  hospitals  borrowing  on  their  own. 

Statistics  summarizing  construction  activities  are  in  the  tables  that  follow. 
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TRENDS  IN  COSTS     OF  ALL- NEW    GENERAL  HOSPITAL   PROJECTS 

DEVELOPED    UNDER    THE  HILL-BURTON    PROGRAM 

IN    NORTH    CAROLINA     1969-1971 

"total  project  costs  excluding  site  costs 
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TABLE  III-A 
State  Appropriations  to  the  Commission  for  the  Construction  of  Medical   Facilities 


H 

Dspitals 

Long-Term 

Community 

Total 

Health  Centers 

Care 

Mental  Health 

Mental 

Year 

Appropriation 

Nurses'   Residences 

Facilities 

Facilities 

Retardation 

1947-1948 

3,125,000 

3 

,125,000 

1948-1949 

3,125,000 

3 

,125,000 

1949-1950 

3,413,486 

3 

,413,486 

1950-1951 

3,413,486 

3 

,413,486 

1951-1952 

1,000,000 

1 

,000,000 

1952-1953 

1,000,000 

1 

,000,000 

1953-1954 

1,000,000 

1 

,000,000 

1954-1955 

1,000,000 

1 

,000,000 

1955-1956 

-0- 

-0- 

1956-1957 

-0- 

-0- 

1957-1958 

375,000 

375,000 

1958-1959 

375,000 

375,000 

1959-1960 

250,000 

250,000 

1960-1961 

250,000 

250,000 

1961-1962 

-0- 

-0- 

1962-1963 

-0- 

-0- 

1963-1964 

1,000,000 

500,000 

300,000 

200,000 

1964-1965 

1,000,000 

500,000 

300,000 

200,000 

1965-1966 

95,342 

95,342 

1966-1967 

117,813 

117,813 

1967-1968 

1,050,000 

750,000 

300,000 

1968-1969 

1,050,000 

750,000 

300,000 

1969-1970 

789,082 

545,082 

244,000 

±970-1971 

-0- 

-0- 

Total 

23,429,209 

20 

,826,972 

600,000 

1,545,082 

45  7,155 

21 
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TABLE   III-B 
Federal  Allotments  to  North  Carolina  for  the  Construction  of  Medical   Facilities 


Year 
1947-1948 
1948-1949 
1949-1950 
1950-1951 
1951-1952 
1952-1953 
1953-1954 
1954-1955 
1955-1956 
1956-1957 
1957-1958 
1958-1959 
1959-1960 
1960-1961 
1961-1962 
1962-1963 
1963-1964 
1964-1965 
1965-1966 
1966-1967 
1967-1968 
1968-1969 
1969-1970 
1970-1971 

Total 


Total 

Federal 

Allotment 

3,429,016 

3,413,486 

6,414,042 

3,620,615 

3,715,001 

3,379,249 

2,877,889 

4,016,253 

4,656,299 

5,270,126 

5,033,778 

7,953,263 

7,787,383 

7,630,942 

8,693,299 

9,155,057 

10,120,902 

9,925,442 

11,578,508 

11,953,263 

12,143,158 

13,969,076 

7,594,071 

6,049,165 


Hospitals, 
Health 
Centers, 
Nurses' 

Residences 

3,429,016 
3,413,486 
6,414,042 
3,620,615 
3,715,001 
3,379,249 
2,877,889 
3,321,117 
3,949,179 
4,564,698 
4,334,784 
6,576,271 
6,436,503 
6,308,032 
6,284,490 
6,257,134 
5,934,767 
5,909,362 
5,343,285 
5,144,148 
4,675,381 
4,517,460 
1,994,572 
300,000 


Diagnostic 

and 

Treatment 

Centers 


205,095 
208,707 
208,188 
206,177 
261,073 
256,774 
251,425 
563,082 
813,635 
771,374 
765,109 
680,941 
738,273 
693,565 
698,673 
653,428 
2,585,926 


Chronic 

Disease  Nursing 

Facilities        Homes 


205,095 
208,707 
208,188 
206,177 
261,073 
256,774 
251,425 
817,223 
813,635 
771,374 


142,473 
144,853 
144,526 
143,320 
427,423 
418,666 
410,030 
752,087 
813,635 
771,374 


1,530,569* 
2,649,937* 
2,645,424* 
2,496,917* 
2,509,293* 
2,350,707* 
516,811* 


Rehabili- 
tation 
Facilities 


142,473 
144,853 
144,526 
143,320 
427,423 
418,666 
410,030 
276,417 
406,818 
385,687 
382,030 
369,608 
368,236 
345,381 
299,435 
276,714 
469,217 


170,379,283        108,700,481  10,561,445 


22,867,716* 


5,410,834 


*     Allotments    for  Chronic   Disease   Facilities   and  Nursing  Homes   are  now  combined  in   a  single 
category   "Long-Term  Care   Facilities." 

Includes    funds   used  to   construct   interchangeable  beds   in   acute   sections   of   general 
hospitals . 
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TABLE  III-B   (Continued) 
Federal   Allotments   to  North  Carolina  for  the  Construction  of  Medical   Facilities 


Year 

Accelerated 
Publ i  c 
Works 

Planning 
Grants 

Community 
Mental 
Health 
Centers 

Facilities 
for  the 
Mentally 
Retarded 

Modernization 

Appal  achian 
Funds 

1947-1948 

1948-1949 

1949-1950 

1950-1951 

1951-1952 

1952-1953 

1953-1954 

1954-1955 

1955-1956 

1956-1957 

-  - 

1957-1958 

L958-1959 

1959-1960 

L960-1961 

1961-1962 

L962-1963 

50,200 

.963-1964 

1,486,326 

-964-1965 

-0- 

16,215 

1,050,372 

271,785 

.965-1966 

-0- 

44,805 

1,498,962 

352,524 

638,446 

.966-1967 

-0- 

12,059 

1,491,856 

430,665 

972,602 

150,000 

.967-1968 

-0- 

36,728 

882,066 

330,384 

1,366,386 

1,316,350 

968-1969 

-0- 

-0- 

881,659 

329,988 

1,515,922 

3,216,646 

.969-1970 

-0- 

-0- 

842,016 

269,908 

646,726 

560,000 

■9  70-1971 
1   Total 

-0- 

-0- 

-0- 

-0- 

1,201,211 

976,000 

1,536,526 

109,807 

6,646,931 

1,985,254 

6,341,293 

6,218,996 
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PART  II 
The  Hospital  Standards  Program 


During  the  biennium,   the  licensing  section  of  the  Medical   Care  Cormiission 
concerned  itself  primarily  with  upgrading  the  Medicare-certified  hospitals  to 
more  nearly  comply  with  Federal   standards.     The  Commission  performs  this  function 
under  a  contractual   arrangement  with  the  State  Board  of  Health  for  those  hospi- 
tals which  are  not  accredited  by  the  Joint  Commission  on  Accreditation  of 
Hospitals  but  which  desire  to  participate  in  the  Medicare  or  Medicaid  programs. 
The  licensing  section  continues  to  use  the  team  approach  in  conducting  the  surveys 
utilizing  the  professional    abilities  of  a  hospital   administrator,  a  registered 
nurse,  and  a  registered  medical   record  librarian  to  survey  participating  facili- 
ties and  to  provide  consultation  and  assistance  in  meeting  Medicare  standards. 

As  of  April,   1971,  of  the  157  licensed  facilities,   146  were  certified  to 
participate  in  Medicare.     Furthermore,   10  extended  care  facilities  owned  and 
operated  by  hospitals  were  certified  to  participate  in  the  program.     From  a  total 
of  21,391   licensed  beds,  approximately  20,847  were  certified  at  the  end  of  the 
last  biennium,   representing  about  97.5%  of  all   licensed  beds  in  the  State. 

In  the  early  years  of  the  Medicare  program,  emphasis  was  placed  on  elimi- 
nating the  major  deficiencies  which  would  have  a  direct  effect  upon  future 
certification.     During  the  1969-1971   biennium,   the  staff  worked  closely  with  hos- 
pitals to  refine  procedures  and  functions  in  participating  hospitals.     It  was  the 
goal   of  the  licensing  section  to  assist  each  facility  as  much  as  possible  to 
assure  its  continued  participation. 

Inasmuch  as  many  of  the  major  problems  first  encountered  with  the  partici- 
pating facilities  have  been  eliminated  or  alleviated,  the  Commission's  staff  was 
able  to  devote  more  survey  time  than  in  the  previous  biennium  to  the  licensed, 
accredited  hospitals.     However,  because  of  the  increased  paper  work  and  record- 
keeping requirements  of  the  Medicare  program,  the  staff  continues  to  devote  more 
attention  to  those  facilities  certified  for  Medicare  but  not  accredited  by  the 
Joint  Commission.     Fortunately,  problems  among  the  accredited  hospitals  were 
noticeably  fewer  and  thus  required  less  surveillance. 

During  the  biennium  the  remaining  facilities  which  did  not  have  the  services 
of  a  registered  pharmacist,  either  on  a  full-time  or  part-time  basis,  obtained  a 
pharmacist  and  were  issued  a  pharmacy  permit  by  the  State  Board  of  Pharmacy. 
Therefore,    all   licensed  facilities  presently  have   the  services  of  a  pharmacist  to 
supervise   Hie  drug  services  within  the  institution.      Emphasis,   therefore,  was 
shifted  from  encouraging  and  assisting  hospitals  in  obtaining  a  pharmacist  to 
reviewing  the  functions  of  the  pharmacist  in  each  institution  to  assure  compliance 
with  the  State  pharmacy  laws.     It  is  anticipated  that  by  the  next  biennium  we  will 
see  a  tremendous  improvement  in  the  quality  of  pharmaceutical   services  in  licensed 
faci  lities. 
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Because  of  the  decreasing  availability  of  Federal   funds  for  hospital   construc- 
tion, the  hospitals  undertook  more  and  smaller  projects  using  other  funds.     This 
placed  an  additional  workload  on  the  licensing  section  in  the  processing  of  con- 
struction plans  to  the  stage  of  final   licensing  approval.     The  increased  number  of 
plans  submitted  to  the  licensing  section  required  new  procedures  of  review  as  well 
as  new  systems  for  filing  and  recordkeeping  which  have  now  been  established. 

As  a  result  of  new  standards  developed  and  approved  by  the  Joint  Commission 
on  Accreditation  of  Hospitals  in  December,   1970  and  the  revision  of  Medicare  stan- 
dards to  create  a  higher  level  of  care,  the  Commission's  staff  has  begun  a  revision 
of  its  own  licensing  concepts.     Inasmuch  as  only  four  or  five  hospitals  are  not 
having  to  meet  the  higher  standards  of  the  Joint  Commission  or  the  conditions  for 
Medicare  participation,  it  was  felt  that  standards   for  licensing  should  at  least 
coincide  with  those  presently  being  applied  to  the  majority  of  hospitals  in  the 
State.     It  is  anticipated  that  the  resulting  licensing  standards,  which  hope- 
fully will  be  adopted  during  1972,  will  be  a  composite  of  the  Medicare  standards 
and  the  standards  of  the  Joint  Commission  on  Accreditation  of  Hospitals. 

The  following  tables  summarize  statistically  the  status  and  utilization  of 
hospitals  for  the  indicated  periods: 
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PART  III 
Educational   Loans  for  Medical   and  Related  Studies 


The  1965  General  Assembly,  concerned  about  the  increasing  shortages  of  health 
manpower  in  the  State's  public  health  programs  and  rural   communities,  strengthened 
the  loan  program  in  order  to  encourage  more  students  to  enter  medical   and  related 
fields  and  subsequently  to  provide  their  services  in  those  areas  critically  in 
need  of  health  professionals.     By  June,  1971,  the  Commission  was  able  to  witness 
the  effectiveness  of  this   legislation  which  had  restructured  the  student  loan 
program.     Results  are  apparent  when  the  statistics  for  the  biennium  prior  to 
passage  of  the  new  law  are  compared  with  those  of  the  biennium  just  passed. 

During  the  1963-1965  biennium,   the  Commission  approved  105  new  applicants  at 
a  total   cost  to  the  State  of  $357,475  for  completion  of  their  training.     Of  these, 
18  were  in  medicine,  26  in  nursing,   1   in  pharmacy,  14  in  dentistry,  8  in  medical 
technology,   11    in  social  work,  and  27  in  nurse  anesthesia.     On  June  30,  1965,  71 
recipients  were  in  practice  with  97  having  completed  all   service  obligation  to 
North  Carolina. 


4 


In  contrast,  by  June  30,  1971,   the  Commission  had  approved  535  applicants 
during  the  1969-1971   biennium  at  a  total   projected  cost  of  $1,589,078  to  assure 
the  completion  of  their  education.     Of  the  total  number,  there  were  75  medical 
students,  260  nursing  recipients,  39  students  in  pharmacy,  and  40  dental  students. 
One  hundred  and  ninety-six  recipients  were  in  practice  by  the  end  of  the  biennium, 
and  approximately  130  were  awaiting  State  Board  licensing  results.     A  total   of  401 
loan  recipients  had  fulfilled  all   service  obligations.     It  should  be  pointed  out 
that  the  large  swell  of  "in-practice"  personnel  who  have  benefited  from  the  program 
is  yet  to  be  experienced  because  of  the  lag  between  the  beginning  of  the  educa- 
tional  period  and  the  time  when  the  recipient  is  available  for  service. 

A  comparison  of  the  attrition  rates  for  the  two  periods  indicates  the  increased 
efficiency  of  the  program.     The  percentage  of  academic  failures  and  withdrawals 
from  school  or  from  the  loan  program  during  the  educational   period  decreased  from 
12.6%  to  7.1%  between  June  30,   1965  and  June  30,   1971. 

As  the  loan  fund  was  created  with  the  intention  of  increasing  the  availability 
of  health  services  in  the  State,  it  is  of  interest  to  note  not  only  the  increase  in 
the  numbers  of  health  practitioners  aided  by  the  loans,  but  also  the  higher  rate  at 
which  these  practitioners  are  accepting  their  responsibilities.     If  fulfillment  of 
the  loan  obligation  is  interpreted  strictly  as  fulfillment  through  approved 
practice  in  the  State,  the  number  in  compliance  has  increased  only  1%  from  74.7%  in 
1965  to  75.5%  in   1971.     However,  if  those  recipients  who  contributed  some  service 
with  partial   cash  repayment  are  also  considered,   the  rate  of  79.6%  in  1965  increases 
to  82.4%  in  1971--an  improvement  of  2.8%. 


4 
Additional   comparisons  may  be  seen  in  Table  C. 
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Nursing 

One  of  the  disciplines  within  the  program  that  has  shown  exceptional   growth 
is  nursing.     Loan  approvals  for  nursing  students  jumped  dramatically  from  17 
during  the  1964-1965  academic  year  to  169  in  1970-1971.     The  following  paragraphs 
from  a  report  made  to  the  North  Carolina  State  Nurses'   Association  on  October  23, 
1970  summarize  the  experience  of  this  segment  of  the  loan  program: 

.    .    .the  attrition  rate  for  nursing  students  has  dropped  from  23.6%, 
recorded  in  June,   1965,   to  its  present  rate  of  6.6%.     In  the  five- 
year  period,  we  added  only  one  additional   academic  failure  and  seven- 
teen more  withdrawals  while  adding  459  recipients. 

Those  that  were  required  to  repay  their  loans  in  cash  due  to  failure 
to  become  licensed  constitute  2.25%  (6)   of  the  total   [266)  who  have 
qualified  to  take  State  Board  Examinations.     There  were  several 
(possibly  4)  who,  before  we  limited  the  number  of  times  they  could 
repeat  the  tests  without  penalty,  wrote  as  many  as  seven  times. 
These  few  went  on  eventually  to  complete  their  obligations  by  practice 
although  they  were  required  to  make  monthly  cash  repayments  in  the 
interim  between  the  first  failure  and  licensure. 

Of  the  266  who  were  available  for  practice,  nearly  87%  have  either 
completed  their  entire  obligation  by  service  or  contributed  some 
portion,   leaving  only  13%  (35)   recipients  who  have  failed  to  provide 
service  as  agreed.     Eleven  of  these  recipients  remained  in  North 
Carolina. 

Outlook  for  the  Future 

While  the  growth  and  effectiveness  of  the  student  loan  program  reached  a  peak 
in  the  1969-1971  biennium,   the  appropriations  made  in  that  same  biennium  will 
effect  a  virtual  standstill   in  the  next  two-year  period.     Of  the  $1,360,000 
requested  by  the  Commission  to  continue  the  program,  only  $900,000  was  appropriated. 
As  two-thirds  of  this  amount  is  already  committed  for  assisting  students  presently 
receiving  aid  or  already  approved  for  aid,  only  $300,000  will  be  available  to  new 
scholarship  applicants.     Therefore,   the  Commission  can  anticipate  approving  only 
about  250  applications  in  the  1971-1973  biennium--less  than  half  as  many  approved 
in  the  last  two  years. 

The  Medical  Care  Commission  adopted  the  following  changes  during  the  biennium: 

December  19,   1969 

1.     The  new  policy  on  computing  interest  on  loans  to  be  repaid  in  cash, 
adopted  by  the  Commission  on  June  20,   1969,  shall   apply  to  all 
notes  on  which  payments  were  made  after  July  1,   1969.     Interest 
will  be  computed  from  the  date  the  recipient  completes  the 
educational   program  for  which  he  received  the  loan  or  from  the 
date  of  his  withdrawal   from  the  program.     Previously,  interest  was 
computed  from  the  date  the  loan  was  made  to  the  student. 
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2.  The  resolution  adopted  June  19,  1969,   redefining  an  eligible  com- 
munity for  practicing  under  the  program  as  "a  community  of  10,000 
or  less  with  a  critical   need  for  practitioners,"  will   apply  to 
recipients  negotiating  notes  after  June  18,   1965.     The  policy  since 
1965  had  been  to  approve  practice  only  in  communities  of  5,000  or 
less  that  are  not  within  the  environs  of  an  urban  area. 5 

3.  A  loan  recipient  may  discharge  the  loan  commitment  by  full-time 
teaching  in  an  accredited  program  within  any  discipline  for  which 
assistance  is  granted  following  completion  of  training. 

March  20,   1970 

4.  In  order  to  safeguard  the  student  loan  program  from  being  used 
primarily  for  commercial  purposes  as  a  result  of  the  trend  toward 
higher  interest  rates  in  general,   the  interest  on  new  loans  was 
increased  from  6%  to  1%  effective  for  all  notes  made  on  or  after 
July  1,   1970.     However,   interest  rates  for  any  loan  recipient  shall 
be  the  same  as  that  specified  in  the  initial  note  executed  by  him 
or  her  in  the  program. 

June  19,   1970 

5.  Because  of  the  large  number  of  applications  from  new,  needy  students 
to  finance  health  studies,   the  policy  of  retaining  funds  in  escrow 
for  subsequent  years'   loans  for  students  initially  entering  the 
program  this  year  was  discontinued,  and  all   funds  not  previously 
committed  will  be  used  to  finance  as  many  applications  as  possible. 
New  students  approved  this  year  and  subsequently  will   accept  loans 
for  their  first  year  of  education  with  the  advice  that  loans  made 

to  them  after  the  end  of  the  biennium  during  which  they  were 
initially  approved  will  depend  upon  continuing  appropriations  made 
by  the  General  Assembly.  Sufficient  funds  will  be  set  aside  to 
finance  continued  training  during  a  biennium.  As  additional  funds 
become  available,  already  approved  students  will  be  given  priority 
before  new  students  are  accepted.  The  new  policy  shall  apply  only 
to  new  students  approved  for  loans  on  and  after  July  1,   1970. 

December  18,   1970 

6.  The  Executive  Secretary  was  authorized  to  approve  the  transfer  of 
students  receiving  loans  from  one  field  of  study  to  another.     Also, 
financial   assistance  and  the  practice  commi tmen t  wi  11  be  adjusted 
within  the  conditions  applying  to  the  field  of  study  into  which 
the  student  transfers. 

The  following  tables  summarize  the  loan  program  for  recipients  in  all 
categories. 


5 
Only  recipients  in  the  fields  of  medicine,  dentistry,  pharmacy,  optometry, 

and  osteopathy  are  restricted  to  practice  in  eligible  communities. 
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PART  IV 
Recent  Legislation 


Several   pieces  of  legislation  passed  by  the  1971   General  Assembly  have  long- 
range  implications  for  the  Commission's  programs.     Of  primary  importance  is  the 
Hospital  Facilities  Finance  Act  CChapter  597),    a  measure  intended  to  provide 
alternate  sources  of  capital   for  hospital  construction  as  Federal  support  dimin- 
ishes.    The  act  permits   the  capital   financing  of  nonprofit  voluntary  and  public 
hospitals  through  tax-exempt  revenue  bonds  issued  by  the  Medical  Care  Commission. 
(For  a  discussion  of  this  bill,  please  see  page  12.       Also  significant  in  the 
area  of  medical   facility  construction  was  the  passage  of  a  Certificate  of  Need 
law  (Chapter  1164),   to  encourage  the  orderly  and  economical   development  of 
necessary  and  adequate  health  facilities.     The  new  legislation  provides  for  the 
issuance  of  a  Certificate  of  Need  from  the  appropriate  State  licensing  agency 
for  new  construction,   for  construction  increasing  bed  capacity,  and  for  conver- 
sion of  existing  bed  capacity  to  a  different  licensing  category.     In  the  case  of 
hospitals,  the  certificate  granting  agency  is  the  Medical  Care  Commission. 

Among  the  health  studies  initiated  by  the  General  Assembly,  one  of  particular 
importance  is  the  investigation  of  the  availability  and  effectiveness  of  emergency 
medical,  hospital   and  transportation  services.     Senate  Resolution  827  directs  the 
Legislative  Research  Commission  to  study  thoroughly  the  existing  resources  for 
emergency  care  in  the  State  and  to  formulate  a  state-wide  emergency  care  system 
for  consideration  by  the  1973  General   Assembly. 

In  the  area  of  appropriations,  the  1971  General  Assembly  provided  for  the 
continuation  of  the  administrative  budget  to  support  the  Commission's  programs  on 
levels  prevailing  for  the  prior  biennium.     No  appropriations,  however,  were  made 
for  State  supplementation  in  medical    facility  construction.     To  continue  the 
student  loan  program,  $900,000  was  approved  to  finance  scholarships  for  students 
in  medical   and  related  fields.     The  Commission  had  requested  $1,360,000.     Only 
$300,000  of  the  appropriated  amount  can  be  used  for  new  students,  inasmuch  as 
$600,000  is  already  committed  for  assisting  students  presently  in  the  program. 

The  Commission's  Advisory  Council  was  increased  from  five  to  seven  members 
in  order  to  provide  for  consumer  representation   (Chapter  134) .     This  revision  of 
G.  s.   131-120  is  in  accordance  with  new  Federal   legislation. 

Of  future  significance  to  the  Commission  is  the  Executive  Organization  Act 
of  1971   (Chapter  864)  which  directs  the  consolidation  of  most  of  the  State's 
agencies  into  several   large  departments.     Virtually  all  of  the  present  health- 
related  agencies  will  eventually  be  merged  in  the  new  Department  of  Human  Resources 
headed  by  a  Secretary  of  Human  Resources  appointed  by  and  reporting  to  the  Governor. 
Initially,  most  of  these  agencies  and  their  respective  powers  and  responsibilities 
will  be  transferred  intact. 


The  Legislative  Bulletin  of  the  North  Carolina  Hospital  Association  and  the 
Realth  Lau  Bulletin,   published  by  the  North  Carolina  Institute  of  Government, 
served  as  sources  for  this  section. 
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